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• The  Local  Authorities  Pension  Plan  is 
established  under  the  Alberta  Public 
Sector  Pension  Plans  Act. 

• The  Plan  provides  a contributory 
defined  benefit  pension  scheme  for 
the  employees  of  local  authorities  in 
Alberta,  including  cities,  towns, 
villages,  counties,  municipal  districts, 
hospitals,  school  divisions  and  school 
districts. 

• The  Plan  is  governed  by  a fourteen- 
member  pension  board  comprising 
employee,  employer,  retiree,  and 
Alberta  government  representatives. 

• The  Plan  is  administered  by  Alberta 
Pensions  Administration  (APA),  a 
division  of  Alberta  Treasury. 

• Plan  investments  are  managed  by  the 
Investment  Management  Division 
(IMD)  of  Alberta  Treasury. 

• There  are  approximately  86,800 
members  and  20,100  pensioners 
participating  in  the  Plan. 

• The  Plan  is  financed  by  employer, 
employee  and  Province  of  Alberta 
contributions,  and  by  the  investment 
earnings  of  the  fund. 

• The  fund  comprises  a $4.6  billion 
diversified  investment  portfolio, 
including  cash  and  short-term 
securities,  bonds,  mortgages,  equities 
(both  domestic  and  foreign),  and  real 
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FINANCIAL  HIGHLIGHTS 

AS  AT  DECEMBER  31,  1 994 


The  following  table  summarizes  the  actuarial 
value  of  net  assets,  the  estimated  cost  of  benefits, 
and  the  resulting  actuarial  deficiency  at 
December  31,  1994: 


($  millions) 


Cash  and  short-term  securities 

479 

Bonds 

1,918 

Mortgages 

147 

Canadian  equities 

1,035 

Foreign  equities 

884 

Real  estate 

111 

Other  net  assets 

49 

Net  assets  available  for  benefits 

4,623 

Actuarial  asset  value  adjustment 

114 

Actuarial  value  of  net  assets 

4,509 

Estimated  cost  of  benefits 

5,451 

Deficiency 

942 

1994  Contributions 

(Total  $307  million) 

1 % Transfers 

15%  Employees 

10%  Employers 

4%  Province 
of  Alberta 


1994  Investment 
Performance  ($ooc» 

(Total  loss 
$23  MILLION) 


Cash  and 

short-term 

securities 

o 


1994  INVESTMENT  ASSET 
MIX  AT  MARKET  VALUE 

(Total  $4,574  million) 


2%  Real  estate 

11%  Cash  and 

short-term  securities 

3%  Mortgages 
23%  Canadian  equities 
19%  Foreign  equities 


42%  Bonds 


1994  Payments 

(Total  $247  million) 


1%  Transfers 

13%  Refunds  to 
members 

2%  Administration 
expenses 


84%  Benefits 
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Pension  Board 

Employer 

Representatives 

A1  Bishop 

• Vice-President  - Alberta 
Association  of  Municipal 
Districts  & Counties 

• Reeve,  County  of  Camrose 

• Nominated  by  the  Alberta 
Association  of  Municipal 
Districts  and  Counties 

David  Hart 

• Former  Executive  Director  - The 
General  Hospital  (Grey  Nuns)  of 
Edmonton 

• Nominated  by  the  Alberta 
Hospital  Association 

Chris  Hylton  (Vice-Chair) 

• Principal,  C G Hylton  & 
Associates  Inc. 

• Nominated  by  the  Alberta 
Hospital  Association 

Bill  Purdy 

• Mayor  of  the  Village  of 
Wabamun 

• Nominated  by  the  Alberta  Urban 
Municipalities  Association 

Sandra  Weidner 

• School  Trustee  - Wolf  Creek 
School  District 

• Board  of  Governors  - Red  Deer 
College 

• Nominated  by  the  Alberta 
School  Boards  Association  <St 
Council  of  Presidents,  Public 
Colleges  &.  Technical  Institutes 
of  Alberta 

Government 

Representative 

Grant  Robertson 

• Director,  Tax  and  Fiscal  Policy  - 
Government  of  Alberta 

• Nominated  by  the  Government 
of  Alberta 


PENSIONER 

Representative 

Margaret  Johnson 

• Former  C.E.O.  - 

Royal  Alexandra  Hospital 

• Elected  by  Retirees 

Employee 

Representatives 

Ken  Balkwill 

• Business  Agent-  Canadian 
Union  of  Public  Employees, 
Local  #30 

• Nominated  by  the  Alberta 
Federation  of  Labour 

Rick  Blakeley 

• Instructor  - Lethbridge 
Community  College 

• Past  President  - Alberta  College 
- Institute  Faculties  Association 
(ACIFA) 

• Nominated  by  ACIFA, 
representing  ACIFA  and  unions 
not  affiliated  with  the  Alberta 
Federation  of  Labour 

Jack  Foley  (Chair) 

• Benefits  Planning  Manager  - 
City  of  Edmonton 

• Nominated  by  Out-of-Scope 
Employees 

Tony  Krivoblocki 

• Pension  Trustee  - Calgary 
Firefighters  Association 

• Nominated  by  the  Alberta 
Federation  of  Labour 

John  Vanderkaay 

• Director  of  Labour  Relations  - 
Health  Sciences  Association  of 
Alberta 

• Nominated  by  the  Health 
Sciences  Association  of  Alberta 
& the  Canadian  Health  Care 
Guild 


Richard  West 

• Labour  Relations  Officer  - 
United  Nurses  of  Alberta 

• Nominated  by  the  United  Nurses 
of  Alberta 

Board  Secretary 
Len  Morin 

Director  of 
Administration 
M.H.  Mylod 

Alberta  Pensions  Administration 

Chief  Investment 

Officer 

S.J.  Susinski 

Investment  Management  Division 
of  Alberta  Treasury 

Actuary 

William  M.  Mercer  Limited 
Auditor 

Auditor  General  of  Alberta 


Your  Board  members 

MAY  BE  CONTACTED  AS 
FOLLOWS: 

Local  Authorities 
Pension  Plan  Board 

3rd  Floor,  Park  Plaza 
10611  -98  Avenue 
Edmonton,  Alberta 
T5K  2P7 

Phone  (403)427-2782 
Fax  (403)427-1621 

In  Alberta  call  toll  free  310-0000. 
Outside  Alberta  call  toll  free 
1-800-661-8198. 


BOARD  HIGHLIGHTS 


Responsibilities  of  the  Board 

• To  set  policy  guidelines  for  the  investment 
and  management  of  the  fund,  and  for  the 
administration  of  the  Plan. 

• To  set  contribution  rates  to  fully  fund  current 
service  and  to  eliminate  the  pre-1992 
unfunded  liability. 

• To  make  recommendations  regarding 
amendments  to  the  Plan. 

• To  arrange  for  an  actuarial  valuation  at  least 
every  three  years. 

• To  make  recommendations  on  employer 
withdrawal  and  termination  of  the  Plan. 

• To  ensure  that  the  Plan  is  effectively 
administered. 

• To  review  decisions  of  the  Administration. 

Board  Activities  in  1 994 

• Met  for  the  first  time  in  January  1994  and 
priorized  matters  needing  attention. 

• Issued  an  Interim  Statement  of  Investment 
Policies  and  Goals,  which  documented  the 
investment  guidelines  and  direction  to  be 
followed  by  IMD. 

• Selected  William  M.  Mercer  Limited  as  the 
actuarial  consultant  to  the  Plan,  and  arranged 
for  an  actuarial  valuation  to  be  conducted  at 
December  31,  1993.  The  valuation 
confirmed  that  current  contribution  rates  are 
sufficient  to  fund  promised  benefits  for 
members. 


• Engaged  William  M.  Mercer  Limited  to  assist 
the  Board  in  developing  a formula  to  be  used 
for  allocating  assets  and  liabilities  in  the 
event  an  employer  wishes  to  withdraw  from 
the  Plan.  In  accordance  with  the  Public 
Sector  Pension  Plans  Act,  recommendations 
were  made  to  the  Provincial  Treasurer  in 
December  1994- 

• Established  ongoing  and  effective 
communication  with  members  and  employers 
as  a high  priority  of  the  Board.  A newsletter 
entitled,  a “Message  from  the  Board  to  Plan 
Members”  was  issued  in  February.  The  Board 
also  directed  that  a new  Member  Handbook 
be  developed  and  distributed. 

• Reviewed  the  costs  and  services  provided  by 
APA  and  IMD  to  ensure  their  reasonableness. 

Challenges  for  1995 

• Finalize  the  investment  policy  guidelines. 

• Finalize,  with  the  government,  provisions 
allowing  employer  withdrawal  from  the  Plan. 

• Further  develop  an  effective  communication 
program  with  employers  and  members. 

• Initiate  a dialogue  with  stakeholders  on 
moving  toward  complete  independence  from 
the  government,  as  provided  for  in  the  Public 
Sector  Pension  Plans  Act. 


Jack  Foley 
Chair 
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HIGHLIGHTS 


ADMINISTRATION 

Administration  Activities  in  1994 

• Administration  costs,  including  investment 
management  costs,  for  the  year  1994, 
amounted  to  $5,742,000  or  $53.49  per  plan 
member  based  on  the  average  number  of 
members  in  the  Plan.  This  is  among  the 
lowest  cost  of  major  public  pension  plans  in 
Canada. 

• To  better  service  client  needs  and  to 
accommodate  the  changes  brought  about  by 
pension  reform,  a major  focus  for  APA  in  1994 
was  the  reprogramming  of  computer  systems. 

• A Board  Secretariat  was  established  to  provide 
research  and  support  services  to  the  Board  of 
Trustees. 

• APA  centralized  many  financial  and  human 
resource  activities  that  were  previously  being 
performed  by  other  divisions  of  Alberta 
Treasury. 

• Retirement  seminars  and  employer  workshops 
were  provided  throughout  the  province.  A 
total  of  297  employees  attended  retirement 
seminars.  Five  employer  workshops  were 
provided  to  assist  employers  with  their 
responsibilities  under  the  Plan. 

• Two  Pension  Update  brochures  were  provided 
to  employers  on  the  topics  of  pension  reform 
and  combined  pensionable  service. 

• Pension  Information  brochures  were  prepared 
and  made  available  to  members  on  topics  such 
as  understanding  pension  estimates,  division  of 
pension  on  marriage  breakdown,  and  the 
purchase  of  prior  service. 

• A new  handbook  for  members  was  produced 
and  distributed  in  October.  The  handbook 
was  written  in  easy  to  read  language  and  is 
intended  to  assist  members  in  understanding 
their  Plan. 


• Three  issues  of  a newsletter  called  “Pension 
News”  were  produced  and  distributed  during 
the  year  to  update  employers  on  changes  to 
plan  provisions. 

• Annual  statements  containing  information  on 
pensionable  service,  contributions,  and  prior 
service  were  produced  and  forwarded  to 
employers  for  distribution  to  active  members. 

• Audited  financial  statements  were  prepared  for 
the  three  months  September  30,  1993  to 
December  31,  1993.  On  September  30,  1993, 
the  Local  Authorities  Pension  Plan  Fund  was 
established  and  received  its  share  of  assets  from 
the  former  Pension  Fund. 

Challenges  for  1995 

• Continue  system  development  related  to 
pension  reform. 

• Re-engineer  the  way  APA  conducts  its 
business.  A key  element  will  be  consolidation 
of  all  computer  processing  on  the  in-house 
computers,  and  the  establishment  of  on-line 
data  links  with  employers'  offices.  This  re- 
engineering project  is  expected  to  take  several 
years  to  complete. 

• Research  and  implement  efficiencies  to 
services  provided  to  the  Board,  employers  and 
members. 

• Establish  APA  as  a provincial  corporation  with 
sole  responsibility  for  providing  services  to  the 
Board  for  administration  of  the  Pension  Plan. 


M.  H.  Mylod 


Director 


INVESTMENT 


I 


MANAGEMENT  HIGHLIGHTS 


Investment  Activities  in  1994 

• Overall  investment  policy  is  set  by  the 
Pension  Board  and  formalized  in  an  Interim 
Statement  of  Investment  Policies  and  Goals. 

• Day-to-day  management  of  the  fund  is 
performed  by  IMD. 

• IMD  is  assisted  by  a team  of  external 
investment  managers  in  order  to  take 
advantage  of  specialized  knowledge  in  certain 
areas,  and  to  provide  additional  market 
information. 

• The  overall  investment  objective  is  to  attain 
the  best  possible  rate  of  return  consistent  with 
an  acceptable  level  of  risk. 

• The  level  of  risk  undertaken  is  managed  by 
diversifying  the  investments  into  different 
asset  categories  such  as  bonds,  equities, 
mortgages  and  real  estate,  and  by  holding 
approximately  20%  of  the  investments 
outside  Canada. 

Asset  Mix  (market  value) 
as  at  December  31,  1994 

Actual  Policy 


$ Millions 

% 

% 

Cash  & short-term 
securities 

479.2 

10.5 

0-20 

Bonds 

1,918.2 

41.9 

30-55 

Mortgages 

146.8 

3.2 

0-10 

Total  fixed  income 

2,544.2 

55.6 

35-65 

Equities  - Canadian 

1,034.8 

22.6 

20-56 

- foreign 

883.7 

19.3 

10-24 

Real  estate 

111.7 

2.5 

0-8 

Total  equity  and 
real  estate 

2,030.2 

44.4 

35-65 

TOTAL 

4,574.4 

100.0 

• Detailed  investment  reports  on  the  fund’s 
status  and  performance  are  provided  to  the 
Board  on  a quarterly  basis. 

• On  a four-year  basis,  the  fund  achieved  an 
overall  return  of  10.6%.  However,  1994  was  a 
difficult  year  for  all  large  pension  funds  and 


resulted  in  a zero  return  for  the  fund.  The 
four-year  return  exceeded  the  funding 
requirements  of  the  Plan. 

Comparison  of  Rates 
of  Return 

(%)  4 Years  1 Year 

Cash  & short-term  securities 

8.2 

5.1 

ScotiaMcLeod  91 -day  T-bill  Index 

6.9 

5.4 

Bonds 

10.9 

-2.5 

ScotiaMcLeod  Bond  Universe  Index 

10.9 

-4.3 

Mortgages 

8.7 

-2.7 

ScotiaMcLeod  Bond  Universe  Index 

10.9 

'4.3 

Canadian  equities 

8.0 

1.7 

TSE  300  Index 

9.9 

-0.2 

Foreign  equities 

16.8 

3.0 

Morgan  Stanley  World  Index 

12.8 

9.6 

Real  estate 

'4.3 

3.1 

Frank  Russell  Canadian  Property  Index 

-2.6 

1.7 

Total  portfolio 

10.6 

0.0 

SEI  Balanced  Fund  Median 

11.2 

-0.7 

Inflation  Rate 

2.0 

0.2 

NOTE:  The  four-year  return  includes  a period  of  two  years 
and  nine  months  when  the  investments  were  held 
by  the  old  Pension  Fund. 
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ACTUARIAL  COST  CERTIFICATE 


William  M.  Mercer  Limited 

The  most  recent  valuation  of  the  Local 
Authorities  Pension  Plan  was  conducted  as  at 
December  31,  1993  for  the  purpose  of  providing 
the  Local  Authorities  Pension  Plan  Board  of 
Trustees  with  information  necessary  for  reporting 
of  pension  obligations  in  the  financial  statements 
of  the  fund. 

This  actuarial  valuation  of  the  Plan  was 
conducted  using  membership  data  and  financial 
information  supplied  by  Alberta  Pensions 
Administration.  Various  tests  were  performed  on 
the  data  to  ensure  the  validity  and  reasonableness 
of  results  as  well  as  to  perform  a reconciliation  of 
results  since  the  previous  valuation  at  December 
31,  1991.  In  our  opinion,  the  data  is  sufficient 
and  reliable  for  the  purposes  of  the  actuarial 
valuation. 

The  actuarial  cost  method  utilized  in  the 
valuation  was  the  Projected  Unit  Credit  Actuarial 
Cost  Method.  The  asset  valuation  method 
adopted  was  a market-related  value  of  assets  as  at 
December  31,  1993  whereby  the  market  value  of 
assets  was  adjusted  by  an  asset  fluctuation  reserve 
in  order  to  smooth  out  market  volatility  at  the 
valuation  date.  This  market  related  value  was 
calculated  and  provided  by  Alberta  Pensions 
Administration.  We  have  relied  on  this 
calculation.  In  our  opinion,  the  methods 
employed  are  appropriate  for  the  purpose  of  the 
valuation. 

The  assumptions  used  in  the  valuation  are  the 
Board's  best  estimates.  In  our  opinion,  these 
assumptions  are,  in  aggregate,  reasonable  for  the 
purpose  of  the  valuation.  Nonetheless,  emerging 
experience  may  differ  from  the  assumptions,  and 
the  resulting  gains  or  losses  will  be  revealed  in 
future  valuations 


The  results  of  the  actuarial  valuation  disclosed 
total  actuarial  liabilities  of  $5,018.5  million.  This 
represents  a liability  of  $5,062.2  million  less  the 
present  value  of  future  prior  service  contributions 
of  $43.7  million,  in  respect  of  benefits  accrued  for 
service  prior  to  December  31,  1993.  The  split  of 
liabilities  for  pre  and  post  January  1,  1992  service 
revealed  a pre- 1992  actuarial  liability  of  $4,482.1 
million  and  a post- 1991  actuarial  liability  of 
$536.4  million. 

In  our  opinion: 

• the  data  upon  which  this  valuation  is  based  is 
sufficient  and  reliable; 

• the  methods  employed  are  appropriate  for  the 
purpose  of  the  valuation;  and 

• this  valuation  conforms  with  the 
requirements  of  the  Canadian  Institute  of 
Chartered  Accountants  regarding  accounting 
for  public  sector  pension  plans. 

This  report  has  been  prepared  and  the 
opinions  contained  herein  are  given  in 
accordance  with  accepted  actuarial  practice. 


James  A.  Giesinger,  F.S.A.,  F.C.I.A. 


Brenda  Prysko,  F.S.A.,  F.C.I.A. 


Edmonton,  Alberta 
April  1995 


ALBERTA  LEGISLATURE 

OFFICE  OF  THE  AUDITOR  GENERAL 

AUDITOR’S  REPORT 

To  the  Local  Authorities  Pension  Plan 
Board  of  Trustees 

I have  audited  the  statement  of  accrued  pension  benefits  and  net  assets  available  for 
benefits  of  the  Local  Authorities  Pension  Plan  as  at  December  31,  1994  and  the  statements  of 
changes  in  net  assets  available  for  benefits  and  accrued  pension  benefits  for  the  year  then 
ended.  These  financial  statements  are  the  responsibility  of  the  Plan’s  management.  My 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit 
also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  Plan  as  at  December  31,  1994  and  the  results  of  its  operations  and  the 
changes  in  its  financial  position  for  the  year  then  ended  in  accordance  with  generally  accepted 
accounting  principles. 


FCA 

Auditor  General 


Edmonton,  Alberta 
May  3,  1995 
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FINANCIAL  STATEMENTS 


STATEMENT  OF  ACCRUED  P 
NET  ASSETS  AVAILABLE  FOR  BENE 

| §ggp 


AS  AT  DECEMBER  3 1,  1 994 
($  THOUSANDS) 


1994 

1 993 

ACCRUED  PENSION  BENEFITS 

Actuarial  value  of  accrued  pension  benefits 

5,451,200 

5,018,500 

NET  ASSETS  AVAILABLE  FOR  BENEFITS 

Assets 

Investments  (Note  3) 

4,574,372 

4,514,125 

Receivable  from  sale  of  investments  and 

accrued  investment  income 

45,674 

40,750 

Contributions  receivable  (Note  5) 

11,659 

24,913 

Receivable  from  Province  of  Alberta  (Note  6) 

15,350 

15,689 

4,647,055 

4,595,477 

Liabilities 

Accounts  payable  (Note  7) 

24,080 

9,627 

Net  assets  available  for  benefits 

4,622,975 

4,585,850 

Actuarial  asset  value  adjustment  (Note  11) 

113,541 

347,362 

Actuarial  value  of  net  assets  available  for  benefits 

4,509,434 

4,238,488 

Excess  of  actuarial  value  of  accrued  pension  benefits  over  actuarial 
value  of  net  assets  (Note  11) 

941,766 

780,012 

See  accompanying  notes. 


Three  Months 
Ended 

December  3 1, 


1994 

1 993 

Increase  in  Assets 

Investment  (loss)  income  (Note  8) 

(23,288) 

226,220 

Interest  on  Province  of  Alberta  receivable  (Note  6) 

1,287 

320 

Contributions  (Note  9) 

306,521 

84,370 

Total  increase  in  assets 

284,520 

310,910 

Decrease  in  Assets 

Benefits 

206,513 

47,673 

Refunds  to  members 

33,184 

6,582 

Transfers  to  other  plans 

1,956 

514 

Administration  expenses  (Note  10) 

5,742 

1,427 

Total  decrease  in  assets 

247,395 

56,196 

Change  in  net  assets  for  the  period  before  transfers 

37,125 

254,714 

Transfers  from  the  Province  of  Alberta 

Pension  Fund 

- 

4,315,447 

General  Revenue  Fund 

- 

15,689 

- 

4,331,136 

Change  in  net  assets  for  the  period 

37,125 

4,585,850 

Net  assets  available  for  benefits,  beginning  of  period 

4,585,8 50 

- 

Net  assets  available  for  benefits,  end  of  period 

4,622,975 

4,585,850 

See  accompanying  notes. 
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STATEMENT  OF  CHANGES  IN  ACCRUED  PENSION  BENEFITS 


FOR  THE  YEAR  ENDED  DECEMBER  31,  1 994 
($  THOUSANDS) 


Two  Years 
Ended 

December  3 1, 


1 994 

1 993 

PRE-1  992 

Post-  1 99  1 

Total 

Total 

Increase  in  Accrued  Pension  Benefits 

Interest  accrued  on  benefits 

351,000 

64,800 

415,800 

842,800 

Benefits  earned 

- 

254,700 

254,700 

565,400 

Increase  in  accrued  pension  benefits 

351,000 

319,500 

670,500 

1,408,200 

Decrease  in  Accrued  Pension  Benefits 

Benefits  paid 

222,900 

14,900 

237,800 

393,600 

Experience  gains 

- 

- 

- 

148,400 

Changes  in  actuarial  assumptions  (Note  11)  - 

- 

- 

120,000 

Prior  service  payments  receivable 

- 

- 

- 

43,700 

Decrease  in  accrued  pension  benefits 

222,900 

14,900 

237,800 

705,700 

Net  increase  in  accrued  pension  benefits 

128,100 

304,600 

432,700 

702,500 

Accrued  pension  benefits, 

beginning  of  period 

4,482,100 

536,400 

5,018,500 

4,316,000 

Accrued  pension  benefits,  end  of 

period  (Note  11) 

4,610,200 

841,000 

5,451,200 

5,018,500 

See  accompanying  notes. 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

DECEMBER  31,  1 994 

Note  1 Summary  Description  of  the  Plan 


The  following  description  of  the  Local  Authorities  Pension  Plan,  is  a summary  only.  For  a 
complete  description  of  the  Plan,  reference  should  be  made  to  the  Public  Sector  Pension  Plans 
Act,  Chapter  P-30.7,  Statutes  of  Alberta  1993,  and  Alberta  Regulation  366/93. 

(a)  General 

The  Local  Authorities  Pension  Plan  is  a contributory  defined  benefit  pension  plan  for 
eligible  employees  of  local  authorities  and  approved  public  bodies.  These  include  cities, 
towns,  villages,  counties,  municipal  districts,  hospitals,  school  divisions  and  districts,  colleges 
and  technical  institutes. 

(b)  Funding 

Current  service  costs  are  funded  by  employers  and  employees  at  rates-  which  are  expected  to 
provide  for  all  benefits  payable  under  the  Plan.  The  rates  in  effect  at  December  31,  1994  for 
employees  are  4.025  percent  of  pensionable  earnings  up  to  the  Canada  Pension  Plan’s  Year’s 
Maximum  Pensionable  Earnings  (YMPE)  and  5.9  percent  for  the  excess.  The  rates  in  effect 
for  employers  are  one  percent  more  than  the  rates  for  employees.  The  rates  are  to  be 
reviewed  at  least  once  every  three  years  by  the  Board  based  on  recommendations  of  the 
Plan’s  actuary. 

The  unfunded  liability  for  service  prior  to  January  1,  1992  as  determined  by  actuarial 
valuation  is  being  financed  by  additional  contributions  in  the  ratio  of  30  percent  by  the 
Province  of  Alberta,  and  35  percent  each  by  employers  and  employees.  The  rates  are  set  on 
the  basis  that  the  additional  contributions  will  eliminate  the  unfunded  liability  on  or  before 
December  31,  2036.  The  rates  in  effect,  based  on  pensionable  earnings,  are  0.45  percent  for 
the  Province  of  Alberta,  and  0.525  percent  each  for  employers  and  employees. 

(c)  Retirement  Benefits 

The  Plan  provides  for  a pension  of  1 .4  percent  of  the  highest  five  year  average  salary  up  to 
the  YMPE,  and  two  percent  of  the  excess  for  each  year  of  pensionable  service.  The 
maximum  pensionable  service  allowable  under  the  Plan  is  35  years.  Unreduced  pensions  are 
payable  to  members  who  retire  with  at  least  five  years  of  service,  and  either  have  attained  age 
65,  or  have  attained  age  55  and  the  sum  of  their  age  and  service  equals  85.  Reduced 
pensions  are  payable  to  members  retiring  early. 

(d)  Disability  Benefits 

Pensions  are  payable  to  members  who  become  totally  disabled  and  retire  early  with  at  least 
five  years  of  service.  Reduced  pensions  are  payable  to  members  who  become  partially 
disabled  and  retire  early  with  at  least  five  years  of  service. 
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Note  1 Summary  Description  of  the  Plan  (continued) 


(e)  Death  Benefits 

Death  benefits  are  payable  on  the  death  of  a member  if  the  member  had  at  least  five  years 
service.  The  benefits  may  take  the  form  of  a survivor  pension,  if  the  beneficiary  is  a spouse, 
or  a lump  sum  payment.  The  beneficiary  of  a deceased  member  with  less  than  five  years  of 
service  is  entitled  to  receive  death  benefits  in  the  form  of  a lump  sum  payment. 

(f)  Termination  Benefits 

Members  who  terminate  with  at  least  five  years  of  service,  and  who  are  not  immediately 
entitled  to  a pension,  may  receive  a refund  of  contributions  and  interest  on  service  prior  to 
1992,  and  the  commuted  value  for  service  after  1991,  which  is  subject  to  lock-in  provisions. 
Alternatively,  they  may  elect  to  receive  a deferred  pension.  Members  who  terminate  with 
less  than  five  years  of  service  receive  a refund  of  their  contributions  and  interest. 

(g)  Prior  Service  and  Transfers 

All  prior  service  purchases  are  to  be  made  on  a basis  that  is  cost  neutral  to  the  Plan. 

During  1994,  transfers  under  the  terms  of  reciprocal  agreements  were  costed  according  to  the 
requirements  for  employee  and  employer  contributions  plus  interest.  All  reciprocal 
agreements  must  be  renegotiated  to  provide  that  transferred- in  service  be  on  a cost  neutral 
basis,  and  transferred-out  service  receive  the  greater  of  the  termination  benefits  or  commuted 
value  for  all  service. 

(h)  Cost-of-Living  Adjustments 

Pensions  payable  are  increased  each  year  by  an  amount  equal  to  at  least  60  percent  of  the 
increase  in  the  Alberta  Consumer  Price  Index. 

(i)  Income  Taxes 

The  Plan  is  a registered  pension  plan  as  defined  in  the  Income  Tax  Act,  and  the  fund  is  not 
subject  to  income  taxes.  The  Plan’s  registration  number  is  0216556. 


Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 


(a)  Basis  of  Presentation 

These  financial  statements  are  prepared  on  the  going  concern  basis  in  accordance  with 
generally  accepted  accounting  principles.  The  statements  provide  information  about  the  net 
assets  available  in  the  Plan  to  meet  future  benefit  payments  and  are  prepared  to  assist  plan 
members  and  others  in  reviewing  the  activities  of  the  Plan  for  the  year.  They  do  not  reflect 
funding  requirements  of  the  Plan  or  the  benefit  security  of  individual  participants. 


Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


The  majority  of  Plan  investments  are  held  in  pooled  investment  funds  established  and 
administered  by  the  Provincial  Treasurer.  Pooled  investment  funds  have  a market  based  unit 
value  that  is  used  to  allocate  income  to  participants  and  to  value  purchases  and  sales  of  pool 
units. 


Included  in  these  financial  statements  are  the  accounts  of  the  Plan  and  the  Plan’s 
proportionate  share  of  the  assets,  liabilities  and  net  income  of  the  pooled  funds.  The  Plan’s 
proportion  of  the  pooled  funds  owned  at  December  31,  1994,  are: 


% 


Canadian  Dollar  Public  Debt  Pool 

41.3 

Canadian  Pooled  Equities  Fund 

0.0 

External  Managers  Fund 

36.0 

Money  Market  Pool 

0.0 

Private  Debt  Pool 

37.7 

Private  Equity  Pool 

34.6 

Private  Mortgage  Pool 

38.9 

Private  Real  Estate  Pool 

38.5 

United  States  Pooled  Equities  Fund 

41.9 

(b)  Valuation  of  Investments 

Investments  are  stated  at  market  value.  The  methods  used  to  determine  market  value  are  as 

follows: 

- Short-term  securities,  public  fixed  interest  bonds,  foreign  equities  and  Canadian  equities 
are  valued  at  the  year-end  closing  sale  price,  or  the  average  of  the  latest  bid  and  ask 
prices  quoted  by  an  independent  securities  valuation  company. 

- Private  fixed- interest  bonds  and  mortgages  are  valued  based  on  the  net  present  value  of 
future  cash  flows.  These  cash  flows  are  discounted  using  Government  of  Canada  bond 
rates  adjusted  for  a risk  premium  estimated  by  management. 

- The  market  value  of  private  equities  is  estimated  by  management. 

- Real  estate  investments  are  reported  at  their  most  recent  appraised  value,  net  of  any 
liabilities  against  the  real  property.  Real  estate  properties  are  appraised  at  least  every 
three  years  by  qualified  external  real  estate  appraisers. 

- Purchases  and  sales  of  investments  are  recorded  on  the  dates  traded. 

(c)  Income  Recognition 

Dividends  are  accrued  on  the  ex-dividend  date.  Income  from  other  investments  is  accrued  as 

earned.  Gains  and  losses  on  investments  are  recognized  concurrently  with  changes  in 

market  value. 
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Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


(d)  Foreign  Exchange 


Foreign  currency  transactions  are  translated  into  Canadian  dollars  using  average  rates  of 
exchange,  except  for  hedged  foreign  currency  transactions  which  are  translated  at  rates  of 
exchange  established  by  the  terms  of  the  forward  exchange  contracts.  At  year  end,  the 
market  value  of  investments  and  any  other  assets  and  liabilities  denominated  in  a foreign 
currency  are  translated  at  the  year  end  exchange  rate.  Exchange  differences  are  included  in 
the  determination  of  investment  income. 

Note  3 Investments 

Investments  are  summarized  as  follows: 


1 994  1 993 

($  THOUSANDS) 

Cash  and  short-term  securities 

479,146 

554,235 

Bonds 

1,918,245 

1,916,263 

Mortgages 

146,779 

160,952 

Canadian  equities 

1,034,840 

876,362 

Foreign  equities 

883,687 

897,184 

Real  estate 

111,675 

109,129 

4,574,372 

4,514,125 

The  above  amounts  include  $140,380,000  (1993:  $206,329,000)  in  marketable  investments 
issued  by  the  Province  of  Alberta. 

Real  estate  is  held  through  intermediate  companies  which  have  issued  common  shares,  and 
participating  debentures  secured  by  a charge  on  real  estate.  The  rental  income  less  expenses  and 
other  adjustments  is  distributed  to  the  Plan  through  the  Private  Mortgage  and  Private  Real 
Estate  Pools. 

Intermediate  companies  which  are  owned  20  percent  or  more  by  the  Private  Real  Estate  Pool 
are  as  follows: 

% Ownership 
1994  1993 


ARC  A Investments  Inc. 

100.0 

100.0 

ORION  Properties  Ltd. 

100.0 

100.0 

RT  10th  Pension  Properties  Ltd. 

100.0 

0.0 

RT  7th  Pension  Properties  Ltd. 

71.4 

71.4 

RT  Pension  Properties  Ltd. 

67.7 

67.7 

RT  8th  Pension  Properties  Ltd. 

33.3 

33.3 

629851  Ontario  Inc. 

27.9 

27.9 

Note  4 Pooled  Funds 


The  following  amounts  are  included  in  the  financial  statements  and  represent  the  Plan’s 
proportionate  share  of  the  assets,  liabilities  and  net  income  of  pooled  funds: 

1 994 1 993 

($  THOUSANDS) 

3,323,225  4,371,309 

20,266 7,832 

3,302,959 4,363,477 


Three  Months 
Ended 

December  3 1, 

1 994 1 993 

($  THOUSANDS) 

Net  investment  (loss)  income  (68,791)  219,581 


Note  5 Contributions  Receivable 

1 994 1 993 

($  THOUSANDS) 

5,616  12,973 

4,993  10,917 

1,050  1,023 

11,659  24,913 


Note  6 Receivable  from  Province  of  Alberta 

The  amount  due  from  the  Province  of  Alberta  is  the  Plan’s  share  of  the  accumulated  excess  of 
benefits  over  contributions  paid  to  Members  of  the  Legislative  Assembly  prior  to  October  1 , 
1993.  The  amount  due  attracts  interest  at  8.09  percent  and  is  scheduled  to  be  repaid  in  annual 
instalments  ending  September  30,  2013.  The  Province  may  repay  the  whole  or  any  part  of  the 
debt  at  any  time. 


Employers 
Employees 
Province  of  Alberta 


Assets 

Liabilities 
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Investment  purchases 

20,266 

7,832 

Benefits 

195 

191 

Refunds  and  transfers 

2,621 

969 

Province  of  Alberta  - 
administration  expenses 

998 

635 

24,080 

9,627 

Note  8 Investment  Income 


Three  Months 
Ended 

December  3 1, 


1 994 

1 993 

Current  Period 

Change  in 

Income  Market  Value  Total 

Total 

($  THOUSANDS) 

Cash  and  short-term  securities 

23,495 

(9,364) 

14,131 

10,344 

Bonds 

146,710 

(217,420) 

(70,710) 

98,176 

Mortgages 

15,269 

(18,561) 

(3,292) 

6,001 

Canadian  equities 

26,493 

(18,398) 

8,095 

79,319 

Foreign  equities 

54,685 

(28,685) 

26,000 

43,101 

Real  estate 

6,301 

(3,813) 

2,488 

(10,721) 

272,953 

(296,241) 

(23,288) 

226,220 

Of  the  above  amounts  $15,635,000  of  income  and  $(20,668,000)  of  the  change  in  market 
value  is  derived  from  marketable  investments  issued  by  the  Province  of  Alberta. 

Income  is  comprised  of  dividends,  interest,  rental  income  and  other  non-capital  returns  from 
assets.  Current  period  change  in  market  value  represents  the  change  in  market  value  of 
investments  during  the  year. 


Note  9 Contributions 


1 994 


Three  Months 
Ended 

December  31, 
1993 


($  THOUSANDS) 


Current  and  past  service 

Employers 

137,512 

39,090 

Employees 

122,227 

34,103 

Fre-1992  unfunded  liability 

Employers 

15,011 

3,580 

Employees 

15,011 

3,580 

Province  of  Alberta 

12,867 

3,069 

Transfers  from  other  plans 

3,893 

948 

306,521 

84,370 

Note  10  Administration  Expenses 

Three  Months 
Ended 

December  3 1, 

1 994  1 993 


($  THOUSANDS) 


Investment  management  costs 

656 

115 

Actuarial  fees 

143 

- 

Other  general  administration  costs 

4,943 

1,312 

5,742 

1,427 

The  above  investment  management  costs  are  those  charged  directly  by  Alberta  Treasury,  and  do 
not  include  custodial  and  external  management  fees  which  have  been  deducted  in  arriving  at 
investment  income. 

Total  administration  expenses  amounted  to  $53.49  per  member.  Included  in  that  amount  are 
investment  management  costs  which  amounted  to  $142  per  million  dollars  of  average  assets 
under  management. 
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Note  11  Accrued  Pension  Benefits 


An  actuarial  valuation  of  the  Plan  was  carried  out  as  at  December  31,  1993  by  William  M. 
Mercer  Limited,  and  was  then  extrapolated  to  December  31,  1994.  The  December  31,  1993 
valuation  resulted  in  an  actuarial  deficiency  of  $780  million  as  disclosed  in  the  statement  of 
accrued  pension  benefits  and  net  assets  available  for  benefits.  The  previously  reported  actuarial 
deficiency  of  $962  million  at  December  31,  1993  was  based  on  a valuation  carried  out  as  at 
December  31,  1991,  which  was  then  extrapolated  to  December  31,  1993.  The  decrease  in  the 
December  31,  1993  actuarial  deficiency  resulted  from  changes  in  assumptions  and  experience 
gains  during  the  two-year  period. 


The  valuation  as  at  December  31,  1993  was  determined  using  the  projected  benefit  method. 
The  assumptions  used  in  the  valuation  are  considered  by  management  to  be  a reasonable 
estimate  of  expected  long-term  market  conditions.  The  major  assumptions  used  were: 


December  3 1 


1 994 

Extrapolation 

1 993 

Valuation 

1 991 

Valuation 

% % % 

Asset  real  rate  of  return 

Inflation  rate 

4 

4 

3.5 

until  1997 

4 

4 

2 to  5 

thereafter 

4 

4 

5 

Real  wage  increases 

0.5 

0.5 

1 

Pension  cost-of-living  increase  as  a percent 
of  Alberta  Consumer  Price  Index 

60 

60 

60 

In  accordance  with  the  requirements  of  the  Public  Sector  Pension  Plans  Act,  a separate 
accounting  is  required  of  the  pension  liability  with  respect  to  service  that  was  recognized  as 
pensionable  as  at  December  31,  1991.  This  information  is  provided  in  the  statement  of  changes 
in  accrued  pension  benefits  which  shows  the  principal  components  of  the  change  in  the 
actuarial  value  of  accrued  pension  benefits  between  the  last  two  actuarial  valuations,  and  as 
extrapolated  to  December  31,  1994. 

Investments  held  by  the  Plan  are  valued  at  market  value  on  December  31,  1994  for  financial 
statement  purposes.  However,  in  order  to  moderate  the  effects  of  market  volatility  on 
investment  values,  the  actuarial  value  of  assets  has  been  determined  by  averaging  market  values 
over  the  three-year  period  ended  December  31,  1994.  As  with  the  accrued  pension  benefits,  the 
assets  have  been  split  between  the  pre-1992  and  post- 1991  periods. 


Note  11  Accrued  Pension  Benefits  (continued) 


Based  on  the  information  provided  above,  the  following  table  summarizes  the  accrued 
pension  benefits,  actuarial  value  of  net  assets,  and  the  resulting  actuarial  surplus  or 
deficiency  at  December  31,  1994: 


Pre-1  992 

POST- 1 991 

Total 

($  THOUSANDS) 

Market  value  of  net  assets 

3,705,348 

917,627 

4,622,975 

Actuarial  asset  value  adjustment 

(115,306) 

1,765 

(113,541) 

Actuarial  value  of  net  assets 

3,590,042 

919,392 

4,509,434 

Accrued  pension  benefits 

4,610,2  00 

841,000 

5,451,200 

Actuarial  deficiency  (surplus) 

1,020,158 

(78,392) 

941,766 

Note  12  Remuneration  of  Board  Members 

Remuneration  paid  to  a total  of  13  Board  members  during  the  year  amounted  to  $69,000. 

Note  13  Comparative  Figures 

Comparative  figures  have  been  restated  to  be  consistent  with  the  1994  presentation  and  to 
recognize  the  results  of  the  1993  actuarial  valuation. 

On  September  30,  1993  certain  sections  of  the  Public  Sector  Pension  Plans  Act  came  into  force 
which  established  the  Local  Authorities  Pension  Plan  Fund  and  transferred  the  Plan's  share  of 
the  Pension  Fund  as  at  September  30,  1993  into  the  Local  Authorities  Pension  Plan  Fund. 
Accordingly  the  comparative  figures  for  the  statement  of  changes  in  net  assets  available  for 
benefits  are  for  the  three-month  period  ending  December  31,  1993. 

The  comparative  figures  for  the  statement  of  changes  in  accrued  pension  benefits  are  for  the  two 
years  ended  December  31,  1993  to  reflect  the  change  in  accrued  pension  benefits  from  the 
previous  valuation  carried  out  as  at  December  31,  1991. 

Note  14  Responsibility  for  Financial  Statements 

These  financial  statements  were  prepared  by  management,  and  approved  by  management  and 
the  Local  Authorities  Pension  Plan  Board  of  Trustees. 
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